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VETERANS  ADMINISTRATION 
38  CFR  Part  36 

Loan  Guaranty;  Housing  Programs 
Compliance  With  E.0. 12185 

agency:  Veterans  Administration. 
action:  Final  notice  as  required  by 
Executive  Order  12185. 

SUMMARY:  This  final  notice  is  published 
to  describe  VA  (Veterans 
Administration]  compliance  with 
Executive  Order  12185.  The  VA  has  two 
housing  programs,  the  guaranteed  and 
insured  home  loan  program  and  the 
direct  home  loan  program,  which  fall 
within  the  purview  of  E.0. 12185.  It  is 
our  belief  that  the  VA  is  in  full 
compliance  with  E.0. 12185. 

DATE:  August  29, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 

Mr.  Lyman  T.  Miller,  Assistant  Director 
for  Construction  and  Valuation  (262), 
Loan  Guaranty  Service,  Department  of 
Veterans  Benefits,  Veterans 
Administration,  810  Vermont  Ave.,  NW., 
Washington,  DC  20420  (202-389-2691). 
SUPPLEMENTARY  INFORMATION:  The  VA 
has  two  programs  within  the 
Department  of  Veterans  BeneHts,  Loan 
Guaranty  Service  which  fall  within  the 
scope  of  Executive  Order  12185.  These 
two  programs  are  the  guaranteed  and 
insured  (hereafter  guaranteed)  home 
loan  program  and  the  direct  home  loan 
program. 

Both  the  guaranteed  and  direct  home 
loan  programs  depend  upon  the 
voluntary  participation  of  veteran 
purchasers,  home  sellers,  builders, 
developers,  and  real  estate  agents  and 
brokers.  Lenders  and  investors  must 
also  be  willing  to  participate  in  the 
guaranteed  loan  program  for  that 
program  to  be  effective.  This  need  to 
attract  participants  to  the  two  programs 
requires  that  both  programs  be 
structured  in  a  manner  which  effectively 
encourages  each  necessary  group’s 
involvement  while  protecting  the 
interests  of  veterans  and  of  the 
Government. 

On  May  7, 1980,  the  VA  published  a 
Notice  of  Loan  Guaranty  compliance 
with  Executive  Order  12185,  (45  FR 
30370).  This  Notice  requested  public 
comments  concerning  VA’s  present  and 
proposed  procedures  necessary  to 
comply  with  E.0. 12185.  For  background 
purposes,  homes  proposed  to  be 
constructed  with  VA  guaranteed 
financing  must  be  constructed  to  comply 
with  the  thermal  requirements  contained 
in  the  Minimum  Property  Standards  for 
One  and  Two  Family  Dwellings,  HUD 
(Department  of  Housing  and  Urban 


Development]  4900.1,  as  identiHed  in 
§  200.929(a)  and  (b)(1)  of  Title  24  of  the 
Code  of  Federal  Regulations.  Homes 
proposed  to  be  constructed  in  eligible 
rural  and  credit  shortage  areas  with  the 
assistance  of  VA  direct  loans  must 
comply  with  VA’s  Minimum  Property 
Requirements  for  proposed  construction 
in  areas  designated  as  housing  credit 
shortage  areas.  Existing  homes  acquired 
with  the  assistance  of  either  a  VA 
guaranteed  or  direct  home  loan  must 
comply  with  VA’s  voluntary  program  for 
including  energy  conservation  measures 
in  the  home. 

One  comment  was  received  in 
response  to  the  Notice  of  May  7. 1980. 
*1110  commentator  suggested  that  the 
thermal  requirements  mandated  for 
proposed  construction  in  the  guaranteed 
home  loan  program  be  extended  to 
existing  homes  purchased  with  VA 
direct  or  guaranteed  loan  assistance.  It 
is  our  belief  that  enforcement  of 
mandatory  thermal  standards  for 
existing  housing  would  not  be 
acceptable  to  the  vast  majority  of  home 
sellers  and  purchasers. 

If  mandatory  standards  were  adopted 
for  existing  housing,  many  home  sellers 
who  did  not  wish  to  bring  their  homes 
up  to  the  thermal  standards  would 
simply  choose  not  to  sell  their  homes  to 
veterans  with  the  assistance  of  VA 
financing.  Home  purchasers  also  might 
find  the  home  they  wished  to  purchase 
with  the  assistance  of  a  VA  loan  and 
become  too  expensive,  if  several 
thousand  dollars  of  energy-saving 
improvements  were  required  to  be 
installed.  A  third  problem  with 
mandatory  thermal  requirements  for 
existing  housing  is  the  problem  of 
drafting  comprehensible  requirements 
which  could  be  applied  fairly  to  the 
infinite  variety  and  condition  of  existing 
housing.  For  these  reasons,  we  believe 
that  mandatory  thermal  requirements 
for  existing  housing  would  prove 
ineffective  and  possibly  counter¬ 
productive  to  the  energy  related 
upgrading  of  the  nation’s  existing 
housing. 

We  believe  that  the  VA’s  voluntary 
program  for  improving  existing  housing 
stock  will  be  effective  in  assisting 
veterans  to  purchase  and  improve  the 
energy  efficiency  of  existing  homes. 
Each  existing  home  appraised  by  VA 
appraisers  will  be  reviewed  for  energy 
conservation  improvements.  The 
appraiser  will  complete  a  checklist  of 
his  or  her  suggestions  for  needed 
improvements.  A  home  energy  checklist 
of  suggested  energy  conservation 
improvements  will  then  be  furnished  the 
prospective  veteran  purchaser. 

The  home  enegy  checklist  will  also 
inform  the  veteran  of  the  VA’s 


simultaneous  acquisition  and 
improvement  loan  program.  Veterans 
may  obtain  Va  loans  which 
simultaneously  allow  for  the  purchase  of 
existing  housing  and  for  energy 
conservation  improvements.  These 
loans  may  be  processed  on  either  the 
VA  prior  approval  or  automatic  (no  VA 
prior  credit  underwriting  approval 
necessary)  basis  as  announced  by  the 
August  13, 1980  Federal  Register  (45  FR 
53807).  These  loans  should  be  attractive 
to  veterans,  sellers,  lenders  and 
investors.  Veterans  may  acquire  an 
existing  home  and  make  energy 
conservation  improvements,  while 
financing  both  the  home  and 
improvements  at  the  home  loan  interest 
rate  with  a  maximum  loan  term  of  up  to 
30  years.  The  veteran  may  pay  the  loan 
discount  chargeable  on  the 
improvements  portion  of  the  loan,  since 
the  home  seller  would  probably  be 
unwilling  to  pay  the  fee  on  this  portion 
of  the  loan.  'The  loan  may  be  closed  with 
improvement  funds  escrowed  or 
earmarked;  thereby,  allowing  the  home 
seller  to  quickly  obtain  his  or  her  home 
equity.  The  lender  in  addition  may 
obtain  the  Loan  Guaranty  Certificate 
prior  to  completion  of  the  improvements 
to  market  the  loan  to  a  secondary 
market  investor  to  recoup  loanable 
funds.  The  lender  need  only  certify  to 
the  VA,  within  6  months  of  loan  closing, 
the  completion  of  the  energy 
improvements  and  release  of  the 
escrowed  (earmarked]  funds  or  apply 
the  funds  to  the  loan  principal  in  the 
event  the  improvements  are  not 
completed.  It  is  our  belief  that  the  VA 
energy  conservation  checklist  combined 
with  VA’s  acquisition  and  improvement 
home  loan  program  affords  veterans  a 
significant  opportunity  to  obtain  existing 
housing  and  improve  its  energy 
efficiency. 

The  VA  guaranteed  and  insured  home 
loan  program  and  the  VA  direct  loan 
program  are  in  full  compliance  with  E.O. 
12185. 

Approved:  August  21, 1980. 

By  direction  of  the  Administrator. 

Maury  S.  Cralle,  Jr., 

Associate  Deputy  Administrator. 

[FR  Doc.  80-26S00  Filed  a-2S-80;  8:45  am] 

BILLING  CODE  8320-01-M 


